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KEY ECONOMIC INDICATORS: ECUADOR 
Population: 8.4 million (mid-1980 estimate) 
Official Exchange Rate; 25 Sucres = US$1.00 
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SUMMARY: Ecuador's Gross Domestic Product grew by 5.3 percent in 
real terms during 1979, the same rate recorded for 1978. The 

GDP at year end in current prices was $9,172 million equivalent, 
or an estimated $1,100 per capita. The manufacturing sector grew 
by about 10 percent, while construction and agriculture were 
Sluggish. Petroleum production during 1979 was 78.1 million 
barrels, 6 percent higher than in 1978, while petroleum exports 

of 44.7 million barrels resulted in earnings of $944 million. 
Total exports (FOB, licenses granted basis) were $2,044 million 
equivalent, up about 37 percent in value terms over 1978, while 
the value of imports (CIF, licenses liquidated basis) was $1,320 
million equivalent, virtually the same as in 1978. The United 
States remains Ecuador's major trading partner. Despite a current 
account deficit, Ecuador had a $35 million balance-of-payments 
surplus during 1979, resulting in an increase in net international 
reserves to $631 million, equivalent to the value of 5 months 

of imports. Public external debt rose by 13.6 percent during 1979, 
for a yearend total of $2,942 million. Private external debt 
registered with the Central Bank was $779 million at yearend 1979. 
The 1979 debt service ratio was 40.1 percent, although a $520 
million refinancing loan accounted for a substantial portion of 
debt amortization. The 1979 increase in the official cost of 
living was 10.1 percent. 


Real GDP growth during 1980 should be in the 4.5-5 percent range, 
with the manufacturing sector again being the area of highest 
growth. The rate of inflation in 1980 will probably be about 
double that of 1979. The increase in petroleum prices should 
result in a sizable balance-of-trade surplus contributing to 
another balance-of-payments surplus this year, probably on the 
order of $50 to $100 million. GDP growth during 1981 may be 
somewhat higher than will be the case during 1980 (perhaps 5.5 
percent) due both to the stimulative effects of increased public 
sector spending and the anticipated increase in private invest- 
ment. The rate of inflation should abate somewhat with the 
consumer price index increase falling to about 15 percent. Ecuador 
should have at least a marginally positive balance of payments 

and a manageable debt service ratio in 1981, although accelerating 
public sector expenditures could present financing problems in 
that year. 


The United States continues to have very good relations with the 
Government of Ecuador. The re-initiation of the assistance 
programs of the Agency for International Development and Ecuador's 
access to the U.S. Generalized System of Preferences obtained 

on April 1, 1980, are among the concrete manifestations of U.S. 
support for Ecuador's return to constitutional government. Ecuador 





should remain an important and growing market for exports of goods 
and services from the United States. Exporters of electric power 
equipment, construction machinery and equipment, metalworking 
equipment, telecommunications equipment, automobile parts and 
accessories, and equipment for the petroleum industry have 
especially good prospects. The Government of Ecuador, headed 

by President Jaime Roldos, encourages foreign investment and has 
been pragmatic in enforcing the more restrictive provisions of 

the Andean Pact Investment Code. The Embassy in Quito and the 
Consulate General in Guayaquil, working closely with the 
Department of Agriculture and the Department of Commerce and 
Commerce District Offices, stand ready to provide a variety of 
useful services to U.S. exporters, investors, and others inter- 
ested in broadening commercial relations between the United States 
and Ecuador, 


Revised Government of Ecuador figures indicate that the Ecuadorean 
Gross Domestic Product grew by 5.3 percent in real terms during 
1979, or equal to the real growth rate recorded in 1978. In 
current prices, the 1979 growth rate was 22.6 percent, resulting 
in a yearend GDP of $9,172 million equivalent, an average of 
roughly $1,100 for each of Ecuador's estimated 8.3 million in- 
habitants. Real economic growth in 1978 and 1979 did not match 
the impressive increases recorded in the mid-1970's during Ecuador's 
"petroleum boom." A drop-off in petroleum exploratory activities 
and a more or less stable level of petroleum production are re- 
sponsible for a portion of the decline in the rate of real GDP 
growth. Also, the 1978-79 political uncertainties, arising out of 
the "retorno" process under which a new constitution was approved 
and a civilian president and congress replaced the former military 
government, delayed implementation of many planned investments 

in the private sector. 

The new government came to power on August 10, 1979, with the 
inauguration of President Jaime Roldos, Vice President Oswaldo 
Hurtado, and the installation of a 69 member National Chamber 

of Deputies. Subsequent conflicts between the executive and 
legislative branches of the government caused many private sector 
investors to continue their wait-and-see attitude toward capital 
spending. The change in government also inhibited new public 
sector investment and thus contributed to restraint of the rate 

of real growth in 1979. 


During 1979, the country's manufacturing sector increased the real 
value of its output by some 10 percent. The sector's contribution 
to GDP rose to about 18 percent, almost equivalent to the contri- 





bution of the country's long-predominant agricultural/fishing/ 
livestock sector, which recorded another poor year of growth 

(2 percent) during 1979. The crop production subsector fell by 
2.6 percent despite Ecuador's considerable potential as both a 
producer of food and producer of cash crops for export. Lack 

of incentives due to price controls, uncertainties about the 
Government's agrarian reform program, inadequate credit facilities 
and crop distribution programs, and Ecuador's continuing drought 
were among the factors continuing to affect adversely crop, milk, 
and livestock production. Construction continued to be a weak 
sector of the economy during 1979, recording a 2.4 percent growth. 
Uncertainties among investors and a decline in government spend- 
ing on infrastructure projects were primarily responsible for the 
low growth in construction sector activity. 


Petroleum Sector 


Ecuador produced 78.2 million barrels of petroleum in 1979, or 
some 214,000 barrels per day. Production in 1979 was about 6 
percent higher (in volume terms) than in 1978. The CEPE 
(Corporation Estatal Petrolera Ecuatoriana, the state oil com- 
pany) /Texaco consortium operating in Ecuador's eastern jungle 
region was responsible for nearly all of 1979 production. Exports 
of crude during 1979 amounted to 44.7 million barrels, down mar- 
ginally from 1978. About half of this total went to the Netherlands 
Antilles for refining or reexport. Receipts from the export of 
crude (excluding exports to She11 Curacao made under a processing 
arrangement) were $944 million, or about half of total export 
receipts. While employing less than 1 percent of the economically 
active population, the petroleum sector contributes about 16 
percent to GDP, is responsible for a large portion of public 
sector revenues, and accounts for much of the current foreign 
direct investment in the country. 


Exploration for new petroleum reserves in Ecuador was virtually 
stagnant during the years 1974-79 attributable in large part to 
disputes between the Government and several hydrocarbons (petrol- 
eum and natural gas) companies headquartered in the United States, 
the difficulties involved in exploratory work in the eastern 
jungle region, and investor uncertainties regarding terms and 
conditions for future investment. The anticipated release of 
Ecuador's long-awaited Model Hydrocarbons Contract should stimu- 
late interest among prospective foreign investors and permit the 
beginning of negotiations. Encouragement of new exploratory 
activities is an important priority for Ecuador, particularly since 





the rapid rise in domestic consumption of petroleum products 
(currently some 16 percent annually) may, by the mid-80's, leave 
little crude availabie for export unless production is increased 
substantially. 


Balance of Trade and Payments 


The variety of incompatible measures of Ecuadorean exports and 
imports makes it difficult to determine the country's true balance- 
of-trade situation on a timely basis. Statistics on export/import 
licenses coilected by the Central Bank exclude some categories 

of exports and imports such as petroleum exports made under the 
terms of processing arrangements and certain military and other 
public sector imports. Official Finance Ministry statistics based 
primarily on customs transactions are late in appearing and also 

do not provide. a complete picture of the country's import/export 
trade. 


Keeping this caveat in mind, it appears that Ecuador had a sizable 
balance-of-merchandise trade surplus in 1979. Revised figures 

on export licenses granted indicate that the dollar value of 1979 
exports was $2,044 million, up 36.8 percent from 1978. On the 
basis of import licenses liquidated, 1979 imports were equal to 
1978's total of $1,320 million. This would suggest a trade surplus 
of $724 million, or $550 million more than the 1978 surplus. 
Export growth between 1978 and 1979 was principally attributable 
to the increase in prices that Ecuador received for its exports 

of crude petroleum. Crude export prices reached $36 per barrel 
during the latter months of 1979, with total export revenues 
reaching $944 million, or 80 percent more than in 1978. During 
1979, exports of seafood, bananas, refined petroleum products, 

and processed cocoa increased by more than 10 percent each, while 
exports of raw cocoa and coffee dropped. Exports of manufactured 
products remained a small proportion of the total. 


Although inconsistencies between U.S. and Ecuadorean data make 
comparisons difficult, the United States apparently continues to 
be the major purchaser of Ecuadorean exports as well as Ecuador's 
major source of imports. Finance Ministry statistics indicate 
that 41.5 percent of Ecuador's 1977 exports were destined 

for the United States; in that year, the United States supplied 
37.7 percent of Ecuador's imports. No official figures for later 
years are available, although the Central Bank of Ecuador has 
estimated that 44.7 percent of Ecuador's 1978 exports went to the 
United States, and that some 34.9 percent of Ecuadorean imports 
came from the United States in that year. 





Ecuador has traditionally recorded a current account deficit. The 
International Monetary Fund estimates that this deficit was 

$585 million in 1979, a slight improvement over 1978's deficit. 
Despite this deficit, Ecuador has been able to record a series of 
balance-of-payments surpluses, resulting in continuing year-to- 
year increases in net holdings of international reserves. The 
surplus for 1979 was estimated at $35 million, virtually the same 
as in 1978. The surplus could have been higher if the incoming 
Roldos Government had not strictly limited foreign borrowings 
during the final 4 months of 1979. 


At yearend, the value of net reserves was $631 million, 4.9 percent 
higher than a year earlier and equivalent to the value of about 
5 months of imports at 1979 levels. 


Ecuador's true level of external public and private debt remains 
shrouded in considerable uncertainty, largely because of incom- 
patible systems of record keeping and the Government's policy of 
closely guarding information related to foreign borrowings for 
military arms purchases. Aithough recently more data have become 
available, the paucity of explanatory information and definition 
of terms has somewhat limited its usefulness. Embassy estimates 
suggest that yearend 1978 public external debt (including military) 
was about $2,600 million, with yearend 1978 private external debt 
(that portion registered with the Central Bank of Ecuador) 
amounting to about $500 million. The 1978 debt service ratio 
(servicing on public external debt as a percentage of actual ex- 
port earnings from merchandise and nonfactor services) was about 
30 percent. Corresponding yearend 1979 figures were $2,900 million 
for the public external debt, $780 million in private debt, and a 
40 percent debt service ratio. Since the 40 percent figure in- 
cludes the $520 million refinancing loan signed in February 1979, 
the effective debt service ratio for 1979 was probably close to 
1978's 30 percent. The 55.8 percent increase in private external 
debt during 1979 was largely attributable to increased foreign 
borrowings by businesses in the second half of the year because 
banks did not have local currency (sucres) available to lend. 

The $3,566 million debt figure quoted in the previous Economic 
Trends Report, according to subsequent information, represents 
the yearend 1979 estimate of total long-term public external 

debt and registered long-term private external debt. 


Fiscal Performance 


Analysis of Ecuadorean fiscal performance is handicapped for a 
number of reasons: the country has some 60 autonomous institu- 
tions and public companies, the more important of which continue 





to receive an earmarked portion of petroleum revenues or other 
nonbudgetary support; there are a large number of special funds 
and accounts, ali of which are subject to differing degrees of 
control; and the Government has continued to conceal certain ex- 
penditures for military purposes. In 1979 and earlier years, the 
Central Government had only partial control over spending by 
public sector agencies, resulting in confusion when policymakers 
attempted to analyze fiscal performance as a guide to designing 
future policies. The revenue and expenditures listed in the table 
of Key Economic Indicators include the budget of the Central 
Government, the National Development Fund (FONADE), and the National 
Participation Fund (FONAPAR). The Development Bank of Ecuador 
(BEDE) replaced FONADE in August, 1979. 


Reliable and official data on FY/CY 1979 fiscal performance are 
not yet available. Latest estimates put 1979 budget (Central 
Government /FONADE/BEDE/FONAPAR) revenues at $1,190 million 
equivalent, with corresponding expenditures of $1,460 million 
equivalent, for an estimated deficit of $270 million equivalent, 
or roughly $60 million more than the revised estimate of the 1978 
deficit. The International Monetary Fund is assisting the Gov- 
ernment of Ecuador in simplifying and making more accurate its 
system of monitoring fiscal performance. This may result in further 
revision of the figures cited above and a less confusing fiscal 
picture in the future. 


Monetary Policy and Prices 


In recent years, the Government of Ecuador has pursued an activist 
monetary policy, 1limiting growth with the supply and channeling to 
the industry and agricuiture as a means of damping inflationary 
pressures and seeking to achieve macroeconomic goals. The domestic 
money supply, after contracting during the first 6 months of 1979, 
grew only slowly through most of the second half of the year, but 
rose significantly during December. At yearend the money supply 
was equivalent to $1,400 million, up 16.9 percent from the yearend 
1978 levei. Central Bank credit increased by 30 percent during 
1979, or about twice the 1978 growth. 


Ecuador operates a dual exchange market. Official and certain 

other transactions are made at the rate of $1 equals 25 sucres. 

This official rate has been operative for over a decade. Free 
market transactions [accounting for about 25 percent of the total) 
are made at rates that vary according to supply and demand, although 
with occasional intervention by the Central Bank to strengthen 

the sucre. During much of 1979, the free market rate was approxi- 





mately $1 equals 27 sucres. Ecuador follows a liberal foreign 
exchange policy, with unrestricted free market monetary exchange 
between the dollar and the sucre. 


As measured by the official national consumer price index, the cost 
of living rose by only 10.1 percent during 1979, an improvement over 
the 13.1 percent increase recorded for 1978. In another measure 

of inflation, the GDP price deflator increased from an estimated 

10 percent in 1978 to some 16 percent in 1979, principally on 
account of a near doubling in the price of petroleum exports. 


Income Distribution, Wages, and Employment 


Income distribution in Ecuador remains highly skewed. Vice Presi- 
dent Hurtado has estimated that 70 percent of Ecuador's population 
earns one-third of the country's income, while the top 3 percent 
earns one-fifth. The Roldos Government is taking certain steps 
(authorizing wage increases, increasing funds for education and 
rural development efforts, and studying tax reforms) designed 

to lessen this disparity. 


The country's wage level was increased substantially during 1979. 
At yearend the industrial minimum was equivalent to $160 per 

month, although an extensive and complicated system of bonuses 

and other fringe benefits raised the real wage to about 160 per- 
cent of the minimum wage. Some 10 percent of Ecuador's economically 
active population (2.6 million at yearend 1979) belongs to labor 
unions. Ecuador has abundant unskilled labor but faces a serious 
shortage of skilled and managerial personnel. The Government 

of Ecuador has estimated that the unemployment rate during 1979 
averaged about 3.2 percent of the economically active population. 
The Quito Chamber of Commerce estimated a 1979 unemployment rate 

of close to 10 percent. Underemployment is prevalent, particularly 
in the countryside. 


OUTLOOK FOR 1980/1981 


The Central Bank of Ecuador, the country's primary source of 
economic statistics and projections, has estimated that Ecuador 
will experience a GDP growth in real terms of 4.9 percent in 1980. 
This estimate represents a decline from the 5.6 percent estimate 
offered in the 1980-84 National Development Plan, with the Bank 
attributing the predicted difference to a weaker than expected 
agricultural sector. Even the Bank's 4.9 percent estimate may 

not be realized, however, due to continued hesitancy of the private 
sector to invest in the absence of clearer indications of govern- 
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rental attitudes toward the private sector. Delays in implement- 
-ng the Government's spending priorities, particularly in the 
igricultural and construction areas, could also hold down growth. 


\ccording to the Central Bank, the manufacturing sector will again 
»e the economy's strongest, with growth in production in real terms 
»etween 10 and 12.5 percent. The agriculture/fishing/livestock 
sector will show little improvement over last year's low growth 
cate with the fishing subsector again the strongest component. 
3rowth prospects in the agricultural and livestock subsectors 

vill be enhanced should the Government pursue its announced inten- 
zion to remove or reduce “political prices," that is, prices con- 
-rolled at artificially low levels on milk, rice, and other 
agricultural products designed to benefit urban consumers. The 
orices have the effect of reducing or eliminating the rate of 
return available to many farmers and cattlemen and hence constitute 
a strong disincentive to production. The June 1980 decision to 
allow a substantial (30 percent) increase in the retail price of 
sugar is one sign that the Roldos Government recognizes the economic 
sosts of maintaining political prices. 


The Government's plans to step up spending on public works in order 
to stimulate the construction sector, as a means of creating em- 
Dloyment opportunities for rural workers who lost their jobs after 
the agricultural minimum wage was increased, may begin to show 
results by yearend and offset the continued sluggishness of private 
sector construction. In any event, the sector's real growth during 
1980 will be about the same as last year's 2.4 percent. 


Petroleum production during 1980 will probably be only marginally 
higher than last year unless the Government decides to authorize 

an increase in the 204,000 barrel per day "conservation ceiling" 
imposed in May 1979. A recent substantial increase in exploratory 
and other activities undertaken by CEPE should provide some stim- 
ulus to the sector, although such activities will not result in any 
substantial increase in production this year. During mid-1980 
petroleum export prices remained in the $34-$36 per barrel range. 
Total revenues from Ecuadorean crude exports during 1980 could be 

as high as $1,500 million. Such revenues will become even more 
important as a source of export earnings, as the remainder of the 
export sector has thus far shown little vigor during 1980. Economic 
growth in 1981 will most likely be somewhat higher than will be 

the case during 1980. A real GDP growth of 5.5 percent is possible, 
due both to the stimulative effects of higher public sector spend- 
ing and the anticipated increase in private investment. The 

real rate of growth may be even higher provided that efforts to 
encourage an expansion of agricultural/livestock sector production 
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are successful. Much will depend on the Government's ability to 
reduce the disincentives to production imposed by political prices. 
The manufacturing sector should again witness a 10-12 percent 
growth, while initiation of additional hydrocarbons exploration 
and development by CEPE and foreign companies in addition to 
Texaco should strengthen that sector's performance. 


During 1980, the effects of last year's increase in the minimum 
wage, Of additional government spending--particularly on educa- 
tion, public works, and rural development projects, and of higher 
consumer prices for some staples like sugar will bring about an 
acceleration of inflation. The increase in the official national 
consumer price index should be at least 20 percent over a year 
earlier. Pushed by inflation, the gross domestic product in 
current prices could increase by up to 30 percent during 1980 to 
reach $12,000.million. The Government's 1979 decision to index 
industrial and other wages to the previous year's increase in the 
consumer price index, as well as continued sharp increases in public 
spending, makes it virtually certain that inflation during the 
early 1980's will be higher than the levels recorded in the late 
1970's. At this point, an inflation rate of about 15 percent for 
1981 is quite probable, an improvement, nevertheless, over the 
1980 record. 


Higher receipts from petroleum exports should enable Ecuador to 
record a positive merchandise trade balance during 1980, although 
the stagnation of much of the agricultural sector, as well as in- 
creasing imports of consumer goods and capital equipment by the 
public sector could result in a surplus less impressive than in 
1979. The deficit on the service account should be substantial 
(perhaps $800 million), resulting in a current account deficit 
that is likely to be at least $550 million. As in past years, 
capital inflows (including net foreign borrowings) should more 
than compensate for the current account deficit, so that the 
balance of payments (as measured by the change in Ecuador's net 
international reserves) will again be positive. At this point, 

a surplus of between $50 and $100 million appears likely. By 
yearend, the public external debt will increase to some $3,150 
million, with the 1980 debt service ratio likely to fall within 
manageable 20-25 percent range. Private external debt should 
approach $1,000 million by yearend. There is little likelihood 
of a devaluation of the sucre during the remainder of 1980. 


Predicting balance-of-payments performance for 1981 is more diffi- 
cult. Assuming revenues from petroleum exports continue their 
upward climb, Ecuador is likely to record a positive balance of 
trade in 1981, although rising imports (due to increased public 
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sector spending and a slight upturn in 1981 economic growth) 
should narrow the trade surplus. A marginally positive 1981 bal- 
ance of payments is likely provided international borrowings 
continue at more or less current levels. Ecuador's 1981 debt 
service ratio should remain manageable, perhaps about 25 percent. 
At present, there is little reason to anticipate a devaluation of 
the sucre during 1981. 


Total government expenditures will show a.sharp rise between 1979 
and 1980 even if, as expected, the Central Government does not 
spend all of the $1,800 million equivalent called for in the 

1980 Central Government budget. Spending by public sector agencies 
could equal Central Government spending, with the state oil com- 
pany alone spending as much as $700 million, almost twice the 

1978 amount. The Central Government budget deficit may exceed 

the equivalent of $400 million, although financing a deficit of 
that magnitude should not create insurmountable problems for the 
Government. 


Publié sector spending in 1981 will probably be sharply above even 
1980's anticipated levels. Since whatever portion of the 1980 
budget deficit that cannot be financed this year will be "carried 
over" to 1981, budget financing may become a problem next year, 
although too many variables make it difficult to predict the 

likely magnitude of the problem. The level of domestic and foreign 


borrowings, possible further shifts in the apportionment of petrol- 
eum export revenues, success in reducing gasoline subsidies, and pos- 
sible revenue-raising tax reforms are among the variables involved. 


IMPLICATIONS FOR THE UNITED STATES 


The United States continues to enjoy good bilateral relations 
with the Government of Ecuador. The Carter Administration main- 
tains its strong support for Ecuador's new constitutional govern- 
ment and the strengthening of democratic institutions. As one 
manifestation of this continuing support, the Government of the 
United States has reinstituted the economic and technical assist- 
ance programs of the United States Agency for International De- 
velopment (USAID) in Ecuador. USAID loan, grant, and guarantee 
commitments to Ecuador should be on the order of $40 million in 
both 1980 and 1981. On April 1, 1980, Ecuador was added to the 
list of developing countries and territories eligible for the 
Generalized System of Preferences, which offers duty-free entry 
into the United States for 2,800 product categories. 


Recent statements by President Roldos and his key advisors have 
stressed the importance of foreign direct investment to the 
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Ecuadorean economy, particularly the role such investment can play 
in meeting the objectives of the 1980-84 National Development 

Plan. Except for certain past disputes with various petroleum 

and natural gas companies from the United States (all of which have 
been resolved to the satisfaction of the companies), the climate 
for foreign direct investment in Ecuador has been generally posi- 
tive and hospitable. 


Trade With the United States 


Ecuadorean exports to the United States have been expanding steadily, 
in large part due to rising prices for crude petroleum and petrol- 
eum products. Rising petroleum revenues have also allowed the 
Government of Ecuador to purchase a wide array of capital goods 
from the United States and maintain a relatively liberal trade 

and payments framework for Ecuadorean private sector importers. 
Based on Department of Commerce data for the first 4 months of 
1980, U.S. exports to Ecuador could reach $800 million during 
1980, a figure made more impressive by the country's small size 
and industrial base. The United States could import some $1,000 
million of Ecuadorean products during 1980, with petroleum pre- 
dominant but bananas, processed cocoa, coffee, and seafood becom- 
ing increasingly important. 


Ecuador's import policies continue to be fairly liberal and are 
often characterized by flexibility and pragmatism. An active par- 
ticipant in the Andean Pact, Ecuador, as one of the Pact's 

"less developed" members, is granted and takes advantage of 
exemptions from some of the Pact's more restrictive trade 

(and investment) regulations. On the other hand, the Government 
discourages imports of what it characterizes as luxury goods and 
pursues an import substitution policy, whereby most imports are 
prohibited when similar products are produced in the country. 
Import policies have also been used to encourage and accelerate 
the development of certain sectors. Examples include the practice 
of allowing duty-free import of agricultural machinery, and of 
granting exemptions from import duties to firms importing machinery 
that will be used to produce goods for export. 


For American companies not already represented in the Ecuadorean 
market, the appointment of a qualified and aggressive local agent 

or representative is strongly recommended. It is usually prefer- 
able to appoint an exclusive agent or representative for the country 
as a whole. In cases of contracts involving bidding procedures, 

the employment of an Ecuadorean legal representative is mandatory. 
Some U.S. companies also appoint a commercial or sales representa- 
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tive. For exporters of goods or services unable to visit Ecuador, 
the Agent/Distributor Service offered by the U.S. Department of 
Commerce in cooperation with the Embassy and Consulate General in 
Guayaquil is often the best way to go about entering the Ecuadorean 
market. An alternative might be participation in a single company 
promotion, or other trade promotion event, sponsored at the 
Embassy or Consulate General. During 1980/1981, the Embassy and 
Consulate General will participate in a food processing equipment 
trade mission, a seminar/mission dealing with aviation equipment, 
and other export promotion events concerned with laboratory in- 
struments, fishing equipment, and security and safety equipment. 
Further information on these activities and other information and 
assistance available to U.S. businesspersons are contained at 

the end of this Report. 


Best Prospects 


The continued influx of petroleum export revenues and the Roldos 
Government's commitment to increased public sector spending are 
among the more important factors that should assure that Ecuador 
remains a strong and growing market for a wide range of goods 
and services from the United States. In general, products 

from the United States are well regarded by Ecuadorean importers, 
particularly if the exporter is able to provide support services 
and spare parts; training, including Spanish language manuals and 
instructions for technicians; and flexible financing terms. The 
ability to make rapid deliveries is also an important considera- 
tion and one where many suppliers from the United States are 
facing strong competition from foreign exporters. 


Over the next year to 18 months, sectors having the best prospects 
for incremental sales include the following: 


- Electrical power equipment, such as steam, gas, and hydraulic 
turbines and parts, transformers, power regulators, and switchgear 
and switchboard apparatus. For these and related products, the major 
end-users are INECEL, the State electricity institute, and regional 
power distribution authorities. Several of the major projects 
included in the 1980-84 National Development Plan are concerned 
with the construction of hydroelectric plants and transmission 
lines; the Government is also supporting the development of small- 
scale hydroelectric projects and solar heating. American companies 
willing to form consortiums to bid against major foreign competitors 
and to provide flexible and innovative financing terms stand the 
best chance of participating in this expanding market. 
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- Construction machinery and equipment, such as tractors, shovel 
loaders, scrapers, graders, rollers, power cranes, and drag lines. 
Major end-users include the Ministry of Public Works, Army Corps 
of Engineers, and private construction companies, some of which 
work under subcontract to CEPE, the state oil company, the CEPE/ 
Texaco consortium, and provincial and local public sector entities. 
Rural development projects, including roadbuilding and housing 
construction; housing projects for the urban poor; and increased 
exploratory and pipeline construction activities by CEPE or its 
subcontractors are certain to offer increasing sales opportunities 
to suppliers of construction machinery. Again suppliers from the 
United States will find both the appointment of a qualified agent 
and the offering of attractive financing to be almost essential 

to winning contracts. 


- Metalworking equipment, particularly dies, tools, jigs, and 
fixtures; punching, shearing, bending, and forming machines; lathes; 
and grinding and polishing machines. Products in these categories 
have very good sales prospects, both because of the expanding 

range of end-users and the fact that high-quality products from 

the United States are becoming more price competitive. Given 

widely available low cost labor and the small size of the internal 
market, major market demand is for relatively low output, less 
sophisticated equipment. Major end-users include the developing 
Ecuadorean automotive industry and suppliers to that industry; 


plants producing appliances such as stoves and refrigerators; and 
a variety of smaller industries, many of which purchase equipment 
from Ecuadorean agents and distributors rather than directly from 
foreign manufacturers. 


- Telecommunications equipment, including telephone switching and 
switchboard equipment; telephone carrier equipment; repeater 
equipment; and commercial radio communications equipment. Major 
end-users include IETEL, the national telephone authority; the 
Ministries of Defense and Government (Police); and Ecuadorean 
television and radio stations. IETEL priorities include provision 
of voice communications links to the country's vast rural areas; 
establishment of a comprehensive telephone network in Ecuador; 
and eventual replacement of some of the more antiquated and 
failure-prone components of the current telephone/telex system. 
While Ericson of Sweden has been supplying the bulk of Ecuador's 
telecommunications in recent years, quality products from the 
United States, provided they are compatible with existing equip- 
ment and supported by rapid delivery and follow up servicing, have 
good sales prospects. Products incorporating state-of-thé-art 
technology are likely to have an advantage in the market. 
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- Auto parts and accessories such as brakes and parts, parts for 
gasoline and diesel engines, tires, engine electrical equipment, 
and measuring and dispensing pumps. These products are usually 
sold through agents and distributors to the large and growing 
number of retail outlets. While high import duties and an in- 
creasing tendency of Ecuadoreans to purchase non-U.S. subcompacts 
are factors limiting future prospects, the market should remain 
lucrative over the next few years. 


- Petroleum industry equipment, such as pumps, refinery equipment, 
and pipe. Petroleum projects are well represented in the National 
Development Plan, including the construction of a 75,000 barrel 
per day refinery; expansion of the existing CEPE refinery; ac- 
celerated exploratory programs; secondary recovery techniques in 
fields operated by Texaco on behalf of the CEPE/Texaco consortium; 
and construction of a lubricants plant and two fertilizer plants. 
A petrochemical complex is planned for the mid-1980's. Texaco, 

as operator of the consortium, and CEPE are the current major 
end-users, although additional foreign companies are likely to 
Sign exploration contracts within the next year or two. CEPE 
plans to establish a buying office in Houston this year. 


Investment Opportunities 


As noted above, the Government of Ecuador welcomes and encourages 
foreign direct investment, particularly in ventures that will 
further the objectives of the National Development Plan. Ecuador 
has been flexible in implementing some of the more restrictive 
provisions of the Andean Pact Investment Code while offering 
certain tax and other incentives to new investment. Investment 
designed to manufacture or process products for export, or ventures 
located outside the Quito and Guayaquil areas, are offered special 
assistance. For additional details, businesspersons are invited 

to consult the Embassy's July 1980 Investment Climate Statement 
(Quito 4535) or the Overseas Business Report "Marketing in Ecuador," 
which was prepared by the Department of Commerce in early 1979. 


For further Information 


The Embassy and Consulate General in Guayaquil, in cooperation with 
the Departments of Commerce and State in the United States, welcome 
the opportunity to assist exporters, investors, and others from 

the United States interested in broadening U.S./Ecuadorean 
commercial relations. Those in the United States should make 

the nearest District Office of the Department of Commerce their 
first point of contact. Besides providing general briefing ma- 
terials, the Department of Commerce Trade Specialists can provide 
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both general and specific information and assistance, such as 

the previously mentioned Agent/Distributor Service, credit reports 
on individual Ecuadorean importers or prospective agents, recent 
market research studies, and guidance on the upcoming trade mis- 
sions, technical seminars, and catalog shows that are scheduled 

to be held in Quito and/or Guayaquil. The Country Specialist 

for Ecuador in the Department of Commerce's International Trade 
Administration and the Foreign Agricultural Service, USDA, can 
also be a valuable source of assistance. Business visitors to 
Ecuador are invited to make an appointment to meet with the 
Agricultural Attache, the Foreign Commercial Service Officers 
assigned to Quito and Guayaquil, or the Embassy's Economic/ 
Petroleum Officer. Such officers are prepared to offer all appro- 
priate assistance, including provision of government facilities 
for small trade promotion events, suggesting possible appoint- 
ments and contacts, and providing general and specific information 
on commercial and economic matters. 
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